•"""Aft. , ■ 


LUCKY STORES INC. 


1961 ANNUAL REPORT 





< 
















LUCKY STORES INC. □ 1961 ANNUAL REPORT 


\mwm ©if ran yem m ©kbhf 



EARNINGS 

(Before Taxes on Income) 

NET EARNINGS 


EARNINGS 

(Per Share Common Stock) 


SALES $200,400,953 

4.914.285 

2.454.285 
1.19 


* Adjusted for 3% Stock Dividend Paid February, 1961. 
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In 1961, Lucky again reached a new high in 
sales. Due to strongly competitive situations, 
the costs of opening new stores, and a two- 
week work stoppage (caused by a strike of 
warehousemen and teamsters), earnings were 
lower than in 1960. 

Lucky’s position as one of the major food 
purveyors in the western United States was 
strengthened during the past year by the open¬ 
ing of 16 new stores, including one in Seattle, 
Washington and two in Phoenix, Arizona. The 
company also purchased two stores. By year’s 
end. Lucky was operating 135 stores in Cali¬ 
fornia, Washington, and Arizona. It is antic¬ 
ipated we will open about 15 new stores in 
1962. 


SALES 

Sales and other operating revenues con¬ 
tinued to increase in 1961, amounting to 
$200,400,953 —an increase of $10,329,463 
over 1960. 

EARNINGS 

After providing for Federal income taxes of 
$2,460,000, net income amounted to $2,454,- 
285, compared with $2,821,835 in 1960. 

Per share earnings on the company’s com¬ 
mon stock, based on 2,027,956 shares out¬ 
standing at the end of 1961, were $1.19; 
compared with $1.37 for the previous year, 
adjusted for a 3 per cent stock dividend. 







Quarterly dividends of 20 cents per com¬ 
mon share were continued during 1961. These 
dividends were paid February 15, May 15, 
August 15, and November 15. In addition, the 
3 per cent stock dividend was paid February 
15. Another 3 per cent stock dividend was de¬ 
clared January 4, 1962, payable May 15,1962. 

FINANCE 

$4,000,000 was added to our long term 
debt May 31, 1961. This, plus internally gen¬ 
erated funds from depreciation and retained 
earnings, will adequately take care of the 
financial needs of our expansion program for 
the next two years. Capital expenditures made 
in 1961 for plant, equipment, and store fix¬ 


tures totaled approximately $4,500,000 (in¬ 
cluding nearly one million dollars invested in 
modernizing existing stores). 

GENERAL 

A new 120,000 square foot addition to the 
company’s San Leandro warehouse will be 
ready for occupancy in March, 1962. Lucky 
is building a 333,500 square foot distribution 
center and office at Buena Park to serve South¬ 
ern California, the opening of which is planned 
for September, 1962. 

Gemco, a membership department store, 
of which Lucky is the majority stockholder, 
opened its second store, totaling 100,000 
square feet, in La Puente, California. Con- 
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MANUFACTURERS, PRODUCERS, 

SUPPLIERS 

.1170 

WAGES AND OTHER EMPLOYEE 

BENEFITS 
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RENT, ADVERTISING, SUPPLIES, 

INSURANCE 

.0169 

DEPRECIATION AND REPAIRS 


.0241 

TAXES 


.0082 

CASH DIVIDENDS PAID 


.0040 

RETAINED IN THE BUSINESS 


$1.00 

TOTAL 



struction began on a similar unit at Cupertino, 
California, scheduled for a spring opening. 

During the year, a substantial investment 
was made in the planning and developing of 
programs in anticipation of the installation of 
an IBM 1401 data processing system. Orderly 
conversion to the 1401 started the first of 
1962, and we expect to realize cost-saving 
benefits, not only in the accounting proce¬ 
dures normally associated with electronic 
accounting, but also in our buying operations 
and other record keeping and analytical func¬ 
tions. 

Lucky’s growth and prosperity will be 
closely linked to the continued expansion on 
the West Coast. Management is fully aware 


of both the opportunities and the responsibil¬ 
ities facing our company in 1962. 

On behalf of our shareholders, we wish to 
express appreciation to our Board of Directors 
and to our loyal employees for their important 
contributions to Lucky’s continuing progress. 



PRESIDENT 
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Earnings before and after taxes 


Earnings per share common stock 
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* Adjusted for 3% Stock Dividend Paid March, 1960 and February, 1961 





























































1961 

1960 

1959 

1958 

1957 


52 WEEKS 

52 WEEKS 

53 WEEKS 

52 WEEKS 

52 WEEKS 

Sales 

$200,400,953 

$190,071,490 

$178,689,888 

$141,512,741 

$128,671,517 

Earnings Before Taxes on Income 

4,914,285 

5,991,835 

5,947,542 

5,358,864 

4,509,724 

Federal Taxes on Income 

2,460,000 

3,170,000 

3,100,000 

2,880,000 

2,362,000 

Net Earnings 

2,454,285 

2,821,835 

2,847,542 

2,478,864 

2,147,724 

Dividends Paid on Preferred Stock 

50,000 

50,000 

50,000 



Earnings on Common Stock 

2,404,585 

2,771,835 

2,797,542 

2,478,864 

2,147,724 

Outstanding Shares 

(2,027,956) 

(1,958,154) 

(1,888,699) 

(1,730,404) 

(1,650,530) 

Earnings Per Share Common Stock* 

1.19 

1.37 

1.40 

1.35 

1.23 

Dividends Paid Per Share on Common: 






In Cash* 

.80 

.78 

.75 

.74 

.65 

In Stock 

3% 

3% 




Stockholders’ Equity: 






Preferred 

1,000,000 

1,000,000 

1,000,000 



Common 

19,290,712 

17,971,537 

16,985,780 

15,583,083 

13,199,117 

Current Assets 

24,387,622 

19,414,426 

18,599,560 

17,151,519 

17,179,378 

Current Liabilities 

12,953,813 

11,649,224 

9,994,244 

7,991,990 

8,328,445 

Working Capital 

11,433,809 

7,765,202 

8,605,316 

9,159,529 

8,850,933 

Long Term Debt 

7,377,705 

3,167,506 

3,595,451 

3,813,700 

4,436,709 


•Earnings and dividends per share for years prior to 1961 have been adjusted for stock 
dividends paid. 
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NORTHERN DIVISION 


SACRAMENTO OPERATIONS AREA 



29 STORES 


Auburn 
Carmichael 
Citrus Heights 
Folsom 
Marysville 


North Highlands (2) 
Placerville 
Rancho Cordova 
Sacramento (19) 
Yuba City 



BAY OPERATIONS AREA 


Alameda (2) 

Modesto (2) 

San Jose (5) 

Antioch 

Mountain View 

San Leandro 

Berkeley (2) 

Oakland (8) 

San Mateo 

Burlingame 

Orinda (2) 

San Pablo 

Concord 

Palo Alto (3) 

Santa Clara 

El Cerrito 

Pinole 

Santa Cruz 

Fairfax 

Pittsburg 

Santa Rosa (2) 

Fairfield 

Redwood City (2) 

Stockton 

Fremont 

Richmond (2) 

Sunnyvale 

Hayward (4) 

Salinas 

Vallejo 

Livermore 

San Bruno 

Walnut Creek (2) 

Los Gatos 

San Francisco 





SOUTHERN REGION 


LOS ANGELES OPERATIONS AREA 


21 STORES 


Anaheim 

Bell 

Hermosa Beach 
Inglewood 
Lakewood 
La Habra 


La Mirada 
La Puente 
Lennox 
Lomita 

Long Beach (3) 
Lynwood 


Norwalk 
Redondo Beach 
Rolling Hills 
San Gabriel 
Torrance (2) 
West Covina 


SAN DIEGO OPERATIONS AREA 


11 STORES 








PHOENIX 

OPERATIONS AREA 



Chula Vista 
El Cajon 
Escondido 


La Mesa (2) 
Lemon Grove 
San Diego (5) 


3 STORES 
Phoenix (3) 











ASSETS 

Current assets: 

Cash . 

Short term securities, at cost, plus accrued interest (approximates market) 

Accounts receivable . 

Inventories, at cost or market, whichever is lower: 

Merchandise . 

Supplies and wrapping materials . 

Unexpired insurance premiums, prepaid taxes and rents . 

Store and warehouse properties held for sale and leaseback . 

Total current assets . 

Investments and long-term receivables, at cost . 

Property, plant and equipment, at cost, less accumulated depreciation 

and amortization (Note 2) . 

Deferred charges . 


$ 3,623,316 
2,989,998 
2,864,311 

11,510,965 

364,647 

802,602 

2,231,783 


$24,387,622 

540,541 

15,249,545 

444,522 

$40,622,230 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Notes payable—instalments due within one year (Note 3) . $ 68,700 

Accounts payable. 8,863,618 

Accrued wages, taxes (except federal income taxes), insurance, rent, etc. 2,657,771 

Estimated federal income taxes . 1,363,724 

Total current liabilities. 

Notes payable—instalments due after one year (Note 3). 

Stockholders’ equity: 


Preferred stock, authorized 100,000 shares, par value $50 per share (Note 4): 


Outstanding, 20,000 shares First Series 5% cumulative . . 1,000,000 

Common stock, authorized 5,000,000 shares, par value $1.25 per share (Note 5): 

Outstanding, 2,027,956 shares . 2,534,945 

Capital in excess of par value of capital stock outstanding (Note 7) . 6,546,540 

Earnings retained for use in the business, per accompanying statement (Note 3) . 10,209,227 


$12,953,813 

7,377,705 


20,290,712 

$40,622,230 
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Sales and other operating revenues . $200,400,953 

Cost of goods sold . 155,395,312 

Selling, general and administrative expenses . 37,571,684 

Provision for depreciation and amortization . 2,350,283 

Interest expense . 333,403 


Dividend and interest income. 

Estimated federal income taxes. 

Net earnings. 

Earnings retained for use in business, January 1 1961 


Dividends declared: 

Preferred stock—$2.50 per share . 50,000 

Common stock: 

In cash —$.60 per share* . 1,214,559 

In common stock—3% . 1,130,822 


Earnings retained for use in business, December 31 1961 (Note 3) 


$45,005,641 


40,255,370 

4,750,271 

164,014 

4.914.285 
2,460,000 

2.454.285 
10,150,323 

12,604,608 


2,395,381 

$10,209,227 


•In addition a $.20 per share cash dividend declared and charged against earnings retained for use in business in December 1960 was paid in 
February 1961. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1-Basis of preparation of statements: 

The consolidated financial statements include the accounts of Govmart (dba 
Gemco), a subsidiary in which the Company acquired a majority interest late 
in 1960. 


NOTE 2-Property, plant and equipment: 

Buildings . $ 2,587,546 

Leasehold costs and improvements . 2,648,238 

Fixtures and equipment . 18,799,484 

Trucking equipment . 1,811,535 

25,846,803 

Less-Accumulated depreciation and amortization . 11,692,632 

14,154,171 

Land . 1,095,374 


$15,249,545 

Land and buildings costing approximately $2,088,000 are pledged to secure 
notes payable. 

Substantially all stores and certain other facilities operated by the Company 
are leased. The leases in effect at December 31 1961 provide for minimum 
annual rentals of approximately $3,478,000 of which about $1,198,000 represents 
rentals under leases expiring within fifteen years. Most of the leases also 


require payment of property taxes and insurance and provide for additional 
rentals if sales exceed specified amounts. 


NOTE 3-Notes payable: 

Unsecured-5.48% loans due $583,000 annually 

April 1 1965-1975 and $587,000 April 1 1976.$7,000,000 

Secured-Mortgage loan due $2,112 monthly 

Including interest at 5%. 226,295 

Secured-Mortgage loan due $5,180 monthly 

including interest at 4%. 220,110 

Balance, December 31 1961. $7,446,405 


Under the provisions of the 5.48% loan agreement approximately $7,525,000 
of income retained for use in the business at December 31 1961 is not available 
for payment of cash dividends. 

NOTE 4-Preferred stock: 

Each share of First Series 5% cumulative preferred stock is entitled to three 
votes respecting all matters subject to vote of shareholders. The shares are 
redeemable at $52.50 per share. As long as any shares remain outstanding, the 
Company is required, commencing in 1965, to set aside $105,000 annually in a 
sinking fund for the purchase and retirement of these shares. 


Notes continued on next page. 
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Common 

Shares 


NOTE 5 — Incentive stock option plan: 


The following transactions have occurred during the year under the plan: 

Options granted . 

Options exercised (representing options granted during years 1956 to 1958 at prices ranging 


11,000 


from $10,746 to $13,999 per share) 
Options terminated. 


11,058 

3,541 


At December 31 1961, there were outstanding stock options for 56,433 common shares granted from 1957 through 
1961 at prices ranging from $11,868 to $23,095 per share (95% of the market price at the granting dates, as adjusted 
for stock dividends). Options granted are exercisable proportionately over a four year period beginning two years after 
the granting date; such options expire one month after becoming exercisable. At December 31 1961, there were 27,921 
unoptioped shares available under the plan. 

NOTE 6-Retirement plan: 

The Company’s retirement plan provides for the Company to make contributions to a trust adequate to finance the 
benefits provided for in the plan on a sound actuarial basis. Contributions to the fund charged to earnings in 1961 
amounted to $200,501. Unfunded past service costs under the plan at December 31 1961 were approximately $589,000. 

NOTE 7-Capital in excess of par value of capital stock outstanding: 

Balance, January 1 1961.$5,373,521 

Excess of market value over par value of 58,744 shares of common stock issued as 

a 3% stock dividend on February 15 1961. 1,057,392 

Excess of amount received over par value of 11,058 shares of common stock issued 

under stock option plan (Note 5). 115,62 7 


Balance, December 31 1961 


$6,546,540 


Price Waterhouse & Go, 


iao MONTGOMERY STREET 


SAN FRANCISCO 4 


February 19 1962 


To the Board of Directors of 
Lucky Stores, Inc. 


In our opinion, the accompanying statements 


present fairly the consolidated financial position of 
Lucky Stores, Inc. and its subsidiary at December 31 
1961 and the results of their operations for the fiscal 
year (52 weeks) then ended, in conformity with generally 
accepted accounting principles applied on a basis con¬ 
sistent with that of the preceding year. Our examination 
of these statements was made in accordance with generally 
accepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 
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